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Economic uncertainty forces small 
businesses to prepare for a possible recession
Small businesses are, arguably, the lifeblood of the US economy. 
They employ just under half (46%) of working Americans.¹ 

Keeping a small firm in business has always been a challenge. 
The Federal Reserve estimates about 600,000 permanently 
close every year.² But after enduring more than two years of 
intermittent shutdowns and other difficulties due to COVID-19, 
many small businesses that managed to survive the pandemic  
are still struggling. 

The pandemic caused an additional 
200,000 permanent closures of  
businesses over pre-pandemic levels³

For organizations that are still in business, inflation has dealt them  
a significant blow. Price increases and supply chain issues affect  
all businesses, but it’s harder for firms operating on a smaller scale 
to cope. In fact, the Small Business Majority found nearly one in 
three small businesses couldn’t survive more than three months 
without additional capital or a change in business conditions.⁴

Compounding the challenge, with continued rate increases 
from the Federal Reserve, only companies that can afford the 
higher rates (typically larger, more established companies) can 
get loans.⁵ This excludes many small and especially younger 
businesses from that financial lifeline. 

Some small businesses are coping — and preparing for a 
possible recession — by raising prices.⁶ Others are cutting staff. 
Hospitality, retail, construction, and manufacturing — all industries 
significantly made up of small businesses — were likeliest to say 
they’d experienced staff cuts over the past two years. 

1 in 10 organizations  
with 50-99 employees 
say they’ve experienced 
a moderate or significant 
decline in revenue over 
the past 3 years

More than a 
third (37%) of 
manufacturing 
businesses laid 
off staff in the  
last year

Other businesses are considering cutting worker bonuses⁷  
and/or benefits, such as paid leave.⁸ But the latter may backfire. 
According to the Edelman Trust Barometer, which measures 
workers’ trust in the workplace, 90% of respondents want 
organizations to protect their employees’ well-being and  
financial security, even if it means financial loss.⁹

This tactic is, therefore, likely to exacerbate employee turnover.
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In a strong labor market, employee 
turnover could cripple small businesses
While small businesses are struggling to recover revenue and 
customers as they emerge from the pandemic, they’re also facing 
the hurdle of attracting talent. Ninety percent of small businesses 
that are hiring are finding it difficult to recruit qualified candidates 
for open positions.¹⁰ Retaining workers is also challenging. 

Nearly 60% of small companies report 
worker shortages are affecting their  
ability to operate at full capacity

The unemployment rate, 3.5% as of December 2022, is at its lowest 
since February 2020.¹¹ There were more job openings across 
industries as of Fall 2022 than pre-pandemic.¹² It’s no wonder talent 
attraction and retention lead small firms’ business challenges.

Not only is employee turnover disruptive to business operations 
and customer service, it can also wreak havoc on the bottom line 
from a salary standpoint alone. 

In 2019, the annual overall turnover rate in the US was 45%, based 
on data from the Bureau of Labor Statistics.¹³ Given that the 
cost of replacing a worker can range from one-half to two times 
the worker's annual salary, that means a 50-person organization 
providing an average salary of $50,000 could have turnover and 
replacement costs of between $330,000 and $1.3 million per year.¹⁴

The cost of replacing a worker can range 
from one-half to two times the employee's 
annual salary

Investing in employee well-being as a means to improve talent 
attraction and retention is therefore not only important for 
boosting morale, it’s often an investment in a company’s financial 
well-being, too. This report will outline practical ways small 
business employers can prioritize employee attraction and 
retention with limited benefits dollars. 

Top 5 business challenges 
Percentage of employers with <50 employees who indicated each as a challenge

Attracting talent 
35%

Retaining talent 
33%

Growing your business 
32%

Workforce mental 
and emotional health 
30%

Supply chain problems 
29%
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37% of  
workers 
at small 
businesses 
report  
low overall 
well-being
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Workers at small firms also feel the financial 
pinch, resulting in lower well-being and loyalty
The unstable economic environment also takes a toll on small 
business workers. Even for those who’ve survived layoffs or 
furloughs, their well-being can feel precarious. Indeed, small 
business workers have lower overall well-being than workers  
at large businesses. Financial stress is especially high.

48% of workers at small businesses say 
money/finances is the greatest source  
of stress in their life

This could be because many small business workers earn  
lower salaries.

Thirty percent of small business workers 
earn less than $50,000 per year; nearly half 
(45%) say they live paycheck to paycheck 

However, small business workers lag across all pillars of well-being 
— emotional, physical, and financial. 

Lower well-being and an awareness that they likely could earn 
more at larger organizations is driving lower loyalty among small 
business employees. Indeed, the percentage of small business 
workers who say they’d like to stay at their employer 20 or more 
years has declined 34% over the past three years.

Self-reported well-being across all pillars
Percentage of small business workers who rated their 
well-being "excellent" or "very good"

Businesses with <50 employees  
are seeing a decrease in loyalty
Percentage of small business workers who reported 
wanting to stay with their employer 20+ years

2018

2018

2018

2022

2022

2022

48%

41%

33%

Emotional

Physical

Financial

40%

42%

35%

Diminishing loyalty may be reflective of employees’ changing 
expectations around work. In the past, advantages of working at a 
small business — such as greater connection to an organization’s 
purpose and a more personal, close-knit work environment — 
were sufficient. This is no longer the case. 

What does a blueprint for small business success look like amid 
these challenges? Although there is no universal approach to 
success, Guardian’s findings reveal common characteristics of 
small firms that are surviving and thriving during this difficult 
period. These businesses are more likely to be investing in: 

• Technology

• Expanding flexible work arrangements

• Providing benefits decision-making support

• Investing in mental health benefits

• Exploring solutions like Professional Employer Organizations 
(PEOs) to compete for talent while controlling cost

By taking similar steps, small firms can remain viable and resilient 
to face the challenges of today and tomorrow.

2019 2022

38% 25%



7 in 10 small firms say they aim  
to offer a better benefits package 
than their industry competitors
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Benefits priorities for small employers
Percentage of small firms rating each as highly important

Small firms have strengthened 
benefits, but lag in dental offerings
Over the past few years, small employers’ main priorities around 
supporting employee satisfaction have largely remained steady. 

0%

20%

40%

80%

60%

However, there’s been significant growth in the number of  
small businesses that prioritize offering better benefits than 
their competitors. This is reflected in a greater variety of benefits 
offered, especially supplemental health benefits like accident  
and critical illness insurance.

Benefits growth at small firms
Percentage of small employers offering each benefit

Short-term disability Life Accident Critical illnessDental

2017 2022

62%

50%
57%

48%

63%

36%

54%

25%

42%

63%

Growth has been slowest in offering dental benefits, meaning 
more small business workers lack dental insurance compared  
to workers at larger firms.

Nearly 6 in 10 employees at small 
businesses don’t have access to  
dental insurance¹⁵

That has potentially serious implications for their oral health, 
as individuals who don’t have insurance are less likely to visit 
the dentist. Nearly 6 in 10 working Americans (58%) with dental 
insurance visit the dentist the recommended two or more times 
per year, compared to just a quarter (25%) of those without 
coverage.¹⁶ Given that oral health can directly impact mental  
and physical health, this could have poor consequences on  
small business workers’ overall health and well-being.

Among working Americans who are least 
likely to go to the dentist at least once  
per year, 65% work for small businesses¹⁷

One way to make benefits packages more competitive to attract 
and retain talent is by offering a comprehensive range of benefits, 
including dental. In particular, plans that include enhancements 
such as diminishing deductibles and coverage for children, are 
a good investment of benefits dollars because they’re not only 
affordable, they reflect what consumers want most in a dental 
plan. Therefore, they're the types of enhancements that will  
help make products more accessible and appealing.

52%

71%

77%

2018

2018

2018

Offer a better benefits package than competitors

Improving employees' benefits experience

Increasing employee satisfaction 
with their benefits package

2022

2022

2022

70%

70%

77%
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Small business workers lack a thorough 
understanding of their benefits, 
contributing to low financial confidence
Although small business owners’ commitment to providing 
competitive benefits is clear, this doesn’t necessarily mean  
their employees are making the most of their offerings. 

33% of small business workers rate their 
benefits knowledge as low, compared to 
just 19% of workers at larger organizations

Thirty-five percent also report low confidence in their benefits 
selections, which is associated with lower well-being.

Employers should evaluate their benefits education and 
communications strategies periodically to ensure they provide 
sufficient guidance for all employees. More than 1 in 5 (22%) 
of small business employees say their organization’s current 
benefits communication are not effective at helping them  
make the right choices. 

56% of workers at firms with 50–99 
employees wish their employer would 
provide decision support tools to help 
them select their benefits

Benefits technology that aids in decision support should be on 
employers’ radar as it helps employees make the right selections 
during open enrollment. Since only about 1 in 5 employees 
(24%) at businesses with <50 employees report being extremely 
confident in their benefits choices, using data to improve benefits 
decision-making is vital to boosting employees’ confidence in 
their selections and, by extension, their well-being. 

The fact that such a significant portion of small business 
employees’ household income falls below the national median 
(about $70,000) means they’re more likely to be reliant on the 
benefits they get through their employer.

Given the numerous challenges they’re facing, it’s unreasonable 
to expect that small businesses can simply increase their workers’ 
salaries. But they can ensure they’re offering benefits employees 
need, and that may involve re-evaluating strategy. 

Workplace benefits: a financial lifeline
Percentage of workers at organizations <50 who strongly agree

My organization's benefits 
program positively impacts 
my financial security

I would face financial hardship 
without the benefits I get 
through work

53% 44%



More than a quarter 
of workers at small 
businesses experienced 
anxiety, depression, or 
another mental health 
issue in the past year
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Small businesses are increasingly aware of  
the need to offer robust mental health benefits 
One in five adults experience a mental health issue annually,  
which has a major impact on the workforce.¹⁸ Among small 
business employees, that rate is more than one in four (26%). 
Small employers, much like all employers, are feeling the impact  
of the nation’s mental health crisis.

61% of small employers agree their 
organization should do more to improve 
workers’ mental health, up 16% over 2021

Small employers currently offer a range of benefits and policies 
that address employee mental health. 

Which mental health benefits  
do small employers offer?
Percentage of employers who offer each

Benefit <50 
employees

50–99 
employees

Flex work schedules 43% 40%

Paid sick/personal leave 38% 50%

Mental health resources  
via medical insurance plan

35% 44%

Onsite behavioral  
health counselors

31% 29%

Employee support groups 29% 31%

Behavioral health program 
separate from EAP

26% 32%

EAP 22% 28%

 
However, the two least-offered benefits, behavioral health 
programs and employee assistance programs (EAPs), are among 
the most desired mental health benefits. Forty-four percent of 
workers at companies with fewer than 50 employees say EAPs 
aren’t available at their organizations, but they’d be interested. 
Forty percent said the same about mental and behavioral 
programs separate from an EAP.

There’s also an employer-employee communications gap. While 
more than six in ten employers (61%) believe their organizations’ 
efforts to keep employees informed about their mental health 
resources are very or somewhat effective, 10% of workers at 
small businesses said they didn’t know about resources available 
to them and 12% said they were unsure what was covered. 

A combined 22% of small business 
workers say they either don’t know what 
mental health resources are available to 
them through the workplace and don’t 
know what’s covered

One key way to address this gap is through better manager 
training so they can help inform workers on their teams whom 
they suspect may be struggling with their mental health.

Just under a third (30%) of small business 
employers agree their managers/
supervisors are well-prepared to identify 
and respond to mental health needs in  
the workplace

Small business workers' mental health lags
Percentage of workers who agree

My organization 
offers adequate 
mental health 
support

38%

40%

55%

47%
My organization’s 
current benefits 
address my 
mental health well

<50 
employees

1,000+  
employees



11

One third of small 
business workers say 
they’ve left their job 
because of inflexible 
hours and the inability  
to work remotely
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Small employers expand telecommuting and 
flexible work, in line with worker preference
While the number of small employers offering telecommuting and flexible schedules was 
already on the rise before the pandemic, the global health crisis accelerated the adoption 
of these flexible work policies.

Increasing flexibility for employees¹⁹
Percentage of small employers who offer the following

Flexible work 
schedules

40%
55%

Telecommuting 

27%
56%

2018

2022

Positive effects of remote  
work on worker mental health
Percentage of workers who rate themselves  
highly at taking care of their mental health

49% 
of those whose organizations 
allow remote work

38% 
of those whose organizations 
do not allow remote work

This trend shows no signs of slowing, as nearly 7 in 10 (68%)  
small firms say offering more flexibility (telecommuting and 
flexible scheduling) is a major priority.  

Top factors determining where employees choose to work:

1 Compensation

2 Benefits

3 Flexibility

This is a major plus for workers and goes a long way toward 
meeting their needs. Flexibility (both the ability to telecommute 
and have flexible scheduling) ranked third behind compensation 
and benefits as a top factor impacting their decision around  
where to work. This is especially true for younger workers.

Two in 5 (40%) members of Gen Z say 
they’ve switched employers in the past 2 
years due to inflexible work arrangements

Implementing flexible work policies also has positive implications 
for mental health and overall well-being.
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3 in 4 employers who 
recently integrated 
ADA with STD and 
FMLA administration 
say the pandemic  
was the impetus²⁰ 

While the pandemic prompted some 
advancement, few small businesses —  
or their workers — reap the benefits of  
more effective leave management practices
Over the past several years, outsourcing leave management — such as short-term 
disability (STD) and Family Leave and Medical Act (FMLA) —  administration has increased 
among employers of all sizes. However, the most significant growth recently has occurred 
among small firms. 

The primary motivations for these businesses to outsource were in response to the 
growing complexity of pandemic-related leave regulations and the ever-growing list  
of states that have enacted their own paid leave laws. 

Similarly, the pandemic prompted many small firms to integrate their Americans  
with Disabilities Act (ADA) administration with their STD and FMLA administration. 

Despite this progress, overall, small firms lag larger ones when it comes to more 
effectively managing employee leave. Guardian’s Absence Management Index, which 
measures the strength of employers’ absence management practices across a number 
of best practice areas including use of technology, offering the right resources to 
employees, and outsourcing, found that large organizations scored higher (average  
score: 6.1) than small organizations (average score: 5.5).²¹ 

Less sophisticated leave management practices affect employees as well as HR leaders. 
Benefits integration especially contributes to more positive absence management 
outcomes, as offering the right resources to the right employees at the right time can 
improve incidence and can decrease duration of disability leave.

An integrated absence  model requires fewer steps for 
employees and ensures they gain access to the benefits  
and resources that will be of greatest help

Many small businesses are also taking action to become more accommodating of workers 
returning from a leave of absence due to a serious illness or disability. This is likely a result 
of the pandemic forcing many workers to take an extended leave of absence, either 
because they were ill themselves, or to care for a loved one. 

The number of small firms that say they prioritize providing 
accommodations to employees returning to work following 
a serious illness or disability increased 18% between 2019 
and 2022



Only half of small 
business workers agree 
their employer cares  
about their well-being,  
the same as in 2019
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Employers who care see better  
worker loyalty 
Percentage of workers who want to stay with their 
employer 10+ years

Nearly eight in 10 employees (76%) 
who say their organization strongly 
supports DEI report being very happy 
at their jobs 

vs. 34% of those who say  
their organization doesn’t  
have a strong DEI strategy.²⁴

People want to work for organizations that care
How inclusive and empathetic an organization’s culture is can 
have a profound effect on workforce well-being. That’s because 
workers who feel their employer cares about them also feel 
empowered to bring their whole, authentic selves to work.  
That level of psychological safety positively impacts their 
emotional health and overall well-being.

This can be accomplished in many ways and doesn’t necessarily 
require significant resources. Establishing Employee Resource 
Groups (ERGs) and Corporate Social Responsibility (CSR) 
initiatives, for example, on even a small scale can go a long way 
toward making employees feel cared for and part of something 
bigger than themselves.

A corporate culture that's inclusive, caring, and encourages 
civic engagement boosts overall well-being, happiness, and 
loyalty. This can take many forms, from social justice responses 
to CSR to ensuring language in communications is inclusive 
and representative of all employees. No matter what direction 
an organization takes, building a flexible, empathetic culture 
empowers employees to be their best selves at work and in life. 

Employees who are a part of a corporate culture that 
values inclusion, supports diversity, and encourages 
empathy generally report 70% better well-being than 
those whose organizations don’t offer this support.²² 
They’re also 25% less likely to experience anxiety  
and depression.

Unfortunately, only about half (51%) of workers at small firms 
agree their employer cares about their overall well-being.  
This likely has serious implications for employee attraction  
and retention.

58% 
of those who feel 
their employer 
cares about them

31% 
of those who don't 
feel their employer 
cares about them²³

76% 34%

One way to close this gap is by developing robust diversity, equity, 
and inclusion (DEI) policies. Not only has prioritizing DEI been 
shown to help organizations’ bottom line, but there’s also a strong 
connection to employee retention and loyalty.
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82% of small 
firms say 
they plan 
to increase 
spending on 
HR tech in the 
next 3 years
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Small firms are bullish when it 
comes to investing in HR tech
In 2018, roughly 3 in 4 small firms had already digitalized some 
aspect of human capital management.²⁵ COVID-19 increased 
small firms’ use of tech in many areas, especially those impacted 
most by remote work. But even as businesses emerge from the 
pandemic into a challenging economic environment, small firms’ 
tech investments have increased. 

More than 6 in 10 small organizations  
(62%) say expanding their use of  
benefits technology is very important

As a result of rising investments, there’s been a 121% increase 
since 2018 in the number of small firms that describe themselves 
as “highly digital” (24% in 2018 compared to 53% in 2022).²⁶

7% 
Mostly paper-based 

(0–4)

35% 
More digital than paper 

(6–7)

6% 
Equally digital & paper 

(5)

53% 
Highly digital 

(8–10)

By far, the most common HR function digitalized is payroll 
(95% of small businesses), followed by enrollment, benefits 
administration, and learning and development. Adoption has  
risen dramatically since 2018, when only 72% of small businesses 
had digitalized payroll.²⁷

Nearly all (99%) small firms now outsource one or more HR 
functions to an external third party, up three percentage points 
from 2021. Gains were also seen in the number of small employers 
who have integrated their technology systems. Nearly half (46%) 
of small businesses describe themselves as fully integrated (using 
only one platform for all HR and employee benefits functions), a 
40% increase since 2020. The number of employers who aren’t 
integrated at all (use different platforms for each) fell from 17%  
in 2020 to 4% in 2022.

0%

20%

40%

80%

100%

60%

Growth in tech systems use²⁸
Percentage of small employers who use tech to handle HR-related activities

Degree of small business digitalization
0-10 point scale

2018 2022

Payroll

72%

44%
38%

29% 33% 29% 29%

95%

0 10

90% 87% 83% 84% 80% 82%

Benefits 
enrollment

Benefits 
administration

Recruiting Performance 
management

Learning & 
development

Onboarding
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Despite an uncertain economic climate, most small 
firms are growing and anticipate further growth
While small business owners ranked growing their businesses as their third greatest 
challenge overall (behind talent attraction and employee retention), most still expect to 
achieve it. Indeed, despite the numerous challenges they’ve faced during the past three 
years, and the challenges they know lie ahead, about two-thirds of small businesses 
experienced moderate or significant growth.

Younger firms (<5 years old) are especially optimistic, with more than half (54%)  
expecting significant growth. Tech firms are also the most positive, as well as  
those who rate themselves highly when it comes to using HR technology.

of small businesses 
experienced growth  

over the  past 3 years

of small businesses 
anticipate growth  

over the  next 3 years

78%67%

A rosy outlook
Percentage of businesses 
expecting significant growth  
in the next 3 years 

Tech firms

<5 years in 
business

Highly digital

Professional/
financial 
services

30+ years in 
business

Paper-based

48%

54%

44%

29%

11%

15%
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Keeping workforce well-being top-of-mind 
is key to preparing for economic uncertainty
To prepare for the future during economic instability, small 
firms should consider how they can  more actively support their 
employees, so they retain them. While investing in employee 
well-being through benefits, technology, and policies may seem 
counterintuitive at a time when every dollar counts, the threat 
of losing valuable workers could be financially devastating. 
Fortunately, bolstering benefits and work culture does not 
necessarily require significant monetary investment. Keeping 
in mind how small business workers’ priorities have shifted, the 
employers who will succeed are the ones who’ll put employee 

Flexible work arrangements 
Telecommuting: For many employees, the option 
to work remotely at least part-time is a must-
have. Investing in collaborative technology and 
communicating regularly with employees helps  
maintain connection and can boost productivity.

Flexible scheduling: Allow employees to adjust  
their work hours to accommodate their personal  
lives, such as caregiving responsibilities, child care,  
or health conditions.

Corporate culture 
Diversity, equity, and inclusion (DEI) strategies: 
Provide a framework of resources and policies that can 
help ensure all employees feel supported and included. 
Prioritizing DEI is tied to higher employee engagement 
and satisfaction.

Social justice responsiveness: A rapidly growing area 
of focus as employees increasingly desire and expect 
their employers to take a stand on important issues. 
Developing a strategy that aligns with your company’s 
values and strengths will help determine appropriate 
ways to respond.

Benefits decision-making  
support tools 
Raising awareness: Employees desire more 
information about their benefits choices. Look  
into providing employees with decision-making  
support tools via a tech platform, and into boosting 
benefits communications.

Mental health and dental benefits
Mental and emotional health resources: Access to 
counselors and meditation apps are key to helping 
employees cope with stress.

Dental benefits: An offering that's highly sought after 
and about half of small business employees lack them. 
Look for plans that include features that can save 
employees money, such as 100% coverage for children’s 
preventive care.

needs first, make employees feel supported, and that they belong. 
While this could mean offering more benefits, it could also mean 
expanding flexible work policies or communicating about benefits 
more frequently.

The common thread connecting all the strategies outlined in this 
report is empathy. Why is empathy important? Organizations 
that are perceived as caring enough to meet employees’ needs 
and give them autonomy are more successful in attracting and 
retaining their workers and helping them thrive.  
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Methodology and sample characteristics 

The Guardian 11th Annual Workplace Benefits Study was fielded in February and March 
of 2022 and consisted of two online surveys: one among benefits decision-makers 
(employers) and another among working Americans (employees), allowing us to explore 
benefits issues from both perspectives. Survey data collection and tabulation were 
managed for Guardian by Zeldis Research, an independent market research firm located 
in Ewing, NJ. 

Employer survey 

Employer results are based on a national online survey of 2,000 employee benefits 
decision-makers. Respondents include business executives, business owners, human 
resources professionals, and financial management professionals. The survey covers  
all industries and is nationally representative of US businesses with at least five full-time 
employees. For the purposes of this report, small businesses were defined as having 
fewer than 100 employees. 

Data shown in this report have been weighted to reflect the actual proportion of US 
businesses by company size, based on data from the US Census Bureau. The margin  
of error at the 95% confidence level is +/- 2.2%. 

Employee survey 

Employee results are based on a survey conducted among 2,000 employees age 22  
or older, who work full time or part time for a company with at least five employees.  
The survey sample is nationally representative of US workers at companies of at least  
five employees. 

Data shown in this report have been collected in a way to reflect the actual proportion of 
US workers by gender, region, race, ethnicity, education level, household income, age, and 
employer-size, based on data from the Bureau of Labor Statistics and the Census Bureau. 
The margin of error is +/- 2.1% at the 95% confidence level. 

Guardian’s Workforce Well-Being Index™ (WWBI) measures consumer attitudes in three 
core areas: financial wellness, physical wellness, and emotional wellness, and ranks them 
on a 10-point scale. 

Unless otherwise noted, all information contained in this report is from the 11th  
Annual Guardian Workplace Benefits Study, 2022, and all information specifically  
noted as 2021 data is from 10th Annual Guardian Workplace Benefits Study, 2021,  
and all information specifically noted as 2016 data is from 4th Annual Guardian  
Workplace Benefits Study, 2016.

Appendix
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